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Basis for qualified opinion 


Property, plant and equipment 
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accounting records, I could not obtain sufficient appropriate audit evidence as to the 
existence, valuation, completeness and accuracy of the property, plant and equipment 
balance and the related accumulated depreciation and depreciation balances as 
disclosed in the financial statements. 

7. i was unable to verify the correctness of the adjustment made to the opening balance of 
tangible capital assets disclosed in note 9 to the financial statements, stated at R 39 795 
685(201 1 : Rnil). The municipality could not provide supporting documentation for the 
adjustments. Consequently, I was unable to obtain sufficient appropriate audit evidence 
to satisfy myself as to the correctness of adjustments made to the opening balance of 
movable tangible capital assets and accumulated surplus. The municipality’s records did 
not permit the application of alternative audit procedures. 

Qualified opinion 

8. In my opinion, except for the possible effects of the matters described in the Basis for 
qualified opinion paragraphs, the financial statements present fairly, in all material 
respects, the financial position of Maruleng Local Municipality as at 30 June 2012, and 
its financial performance and cash flows for the year then ended in accordance with the 
SA standards of GRAP and In the manner required by the MFMA and DoRA. 


Emphasis of matters 

9. 1 draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Significant uncertainties 

10. With reference to note 37 to the financial statements, the municipality is the defendant in 
several lawsuits. The ultimate outcome of the matters cannot presently be determined, 
and no provision for any liability that may result has been made in the financial 
statements. 

Restatement of corresponding figures 

1 1 . As disclosed in note 30 to the financial statements, the corresponding figures for the 
year ended 30 June 2011 have been restated as a result of an error discovered during 
201 2 in the financial statements of municipality at, and for the year ended 30 June 201 1 . 

Irregular expenditure 

12. The municipality incurred irregular expenditure amounting to R12 503 410 as the 
expenditure was incurred in contravention of Supply Chain Management regulations 
and the MFMA. 

Additional matter 

1 3. I draw attention to the matter below. My opinion is not modified in respect of this matter; 

Unaudited supplementary schedules 

14. The supplementary information set out on pages XX to XX does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 



REPORT ON OTHER LEGAL AND REGULATORY REQUIREHSENTS 

15. In accordance with the PAA and the General Notice issued in terms thereof, I report the 
following findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the purpose of expressing an 
opinion. 

Predetermined objectives 

16. I performed procedures to obtain evidence about the usefulness and reliability of the 
information in the annual performance report as set out on pages XX to XX of the 
annual report. 

17. The reported performance against predetermined objectives was evaluated against the 
overall criteria of usefulness and reliability. The usefulness of information in the annual 
performance report relates to whether it Is presented in accordance with the National 
Treasury annual reporting principles and whether the reported performance is 
consistent with the planned objectives. The usefulness of Information further relates to 
whether indicators and targets are measurable (i.e. well defined, verifiable, specific, 
measurable and time bound) and relevant as required by the National Treasury 
Framework for managing programme performance information. 

18. The reliability of the Information in respect of the selected objectives is assessed to 
determine whether it adequately reflects the facts (i.e. whether it is valid, accurate and 
complete). 

19. The material findings are as follows; 

Usefulness of performance Information 

Presentation 

Measures taken to improve performance not disclosed 

20. Improvement measures in the annual performance report for a total of 38% of the 
planned-targets not achieved were not disclosed as required by section 46 of the 
Municipal Systems Act, 2000 (Act No. 32 of 2000)(MSA). This was due to Inadequate 
internal policies and procedures over the processes pertaining to the reporting of 
performance information. 

Measurability 

Performance indicators not well defined 

21 . The National Treasury Framework for managing programme perfonnance information 
(FMPPI) requires that indicators/measures should have clear unambiguous data 
definitions so that data is collected consistently and is easy to understand and use. A 
total of 33% of the Indicators relevant to the basic service delivery, spatial rationale and 
good governance and public participation programmes were not well defined in that 
clear, unambiguous data definitions were not available to allow for data to be collected 
consistently. This was due to the fact that management was aware of the requirements 
of the National Treasury FMPPI but chose not to apply the principles contained in the 
FMPPI. 

Performance indicators not verifiable 

22. The National Treasury FMPPI requires that it must be possible to validate the processes 
and systems that produce the indicator. A total of 23% of the indicators relevant to the 
basic service delivery, spatial rationale and good governance and public participation 



programmes were not verifiable in that valid processes and systems that produce the 
information on actual performance did not exist. This was due to the fact that 
management was aware of the requirements of the National Treasury FMPP! but chose 
not to apply the principles contained in the FMPPI. 

Performance targets not specific 

23. The National Treasury FMPP! requires that performance targets be specific in clearly 
identifying the nature and required level of performance. A total of 24% of the targets 
relevant to the Basic Service Delivery, Spatial Rationale and Good Governance and 
Public Participation programmes were not specific in clearly identifying the nature and 
the required level of performance. This was due to the fact that management was aware 
of the requirements of the National Treasury FMPPI but chose not to apply the 
principles contained in the FMPPI. 

Performance targets not measurable 

24. The National Treasury FMPPI requires that performance targets be measurable. The 
required performance could not be measured for a total of 24% of the targets relevant to 
the basic service delivery, spatial rationale and good governance and public 
participation programmes. This was due to the fact that management was aware of the 
requirements of the National Treasury FMPPI but chose not to apply the principles 
contained in the FMPPI. 

Reliability of performance information 

Validity 

25. National Treasury FMPP! requires that processes and systems which produce the 
indicator should be verifiable. A total of 44% of the actual reported performance relevant 
to the selected objectives differed materially when compared to the source inforrnation 
and evidence provided. This was due to a lack of review for the recording of actual 
achievements. 

Accuracy 

26. National Treasury FMPP! requires that the indicator be accurate enough for its intended 
use and respond to changes in the level of performance. A total of 44% of the actual 
reported indicators/measures relevant the basic service delivery, spatial rationale and 
good governance and public participation programmes were not accurate when 
compared to source information. This was due to a lack of review on the recording of 
actual achievement by senior management. 

Additional matter 

27. i draw attention to the following matter below. This matter does not have an impact on 
the predetermined objectives audit findings reported above. 

Achievement of planned targets 

28. Of the total number of planned basic service delivery programme targets, only 28 were 
achieved during the year under review. This represents 28% of total planned targets 
that were not achieved during the year under review. This was due to the reallocation of 
funds to floods disaster relief. 



Compitance with laws and regulations 


I performed procedures to obtain evidence that the entity has complied with applicable laws 
and regulations regarding financial matters, financial management and other related matters. 
My findings on material non-compliance with specific matters in key applicable laws and 
regulations as set out in the General Notice issued in terms of the PAA are as follows; 

Annual financial statements, performance and annual report 

29. The financial statements submitted for auditing were not prepared In ail material aspects 
in accordance with the requirements of sec 122 of the MFMA. Material misstatements of 
commitments, contingent liabilities, irregular expenditure, fruitless and wasteful 
expenditure, receivables, payables, and capital assets identified by the auditors in the 
submitted financial statement were subsequently corrected but the uncorrected material 
misstatements on capital assets resulted in the financial statements receiving a qualified 
audit opinion. 

Procurement and contract management 

30. Awards were made to providers whose directors are persons In the service of other 
state institutions in contravention of the requirements of Supply Chain Management 
(SCM) regulation 44. Furthermore, the providers failed to declare that they are in the 
service of the state as required by SCM regulation 13(c). 

Expenditure management 

31. Money owing by the municipality was not always paid within 30 days of receiving an 
invoice or statement, as required by section 65(2)(e) of the MFMA. 

32. The accounting officer did not take reasonable steps to prevent irregular expenditure as 
required by section 62(1)(d) of the MFMA. 

Asset management 

33. An adequate management, accounting and information system which accounts for . 
assets was not in place, as required by section 63(2){a) of the MFMA. 

Internal control 

I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with laws and regulations. The matters reported below 
under the fundamentals of internal control are limited to the significant deficiencies that 
resulted in the basis for qualified of opinion, the findings on the annual and the findings on 
compliance with laws and regulations included in this report. 

Leadership 

34. The accounting officer did not review the financial statements and the report on 
predetermined objectives prior to submission for audit and therefore errors were not 
identified and corrected. 

35. The accounting officer did not ensure that the finance unit is adequately capacitated 
with officials having the necessary skills. 

Financial and performance management 

36. The municipality did not prepare regular, accurate and complete financial and 
performance reports that are supported and evidenced by reliable information. 




37. The financial statements submitted were subjected to material adjustments. This was 
mainly due to the excessive reliance on the auditors to identify misstatements and assist 
in the correction and staff members not fully understanding the requirements of the 
financial reporting framework and the accounting standards. 

Governance 

38. Those charged with governance did not ensure that management adequately 
implemented the recommendations of the prior year internal and external audit reports 
to adequately address the internal control deficiencies and recommends corrective 
action effectively. 

Poiokwane 

30 November 2012 
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